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EXPOSURE DRAFT
PROPOSED STATEMENT OF POSITION
REPORTING ON REQUIRED SUPPLEMENTARY
INFORMATION ACCOMPANYING COMPILED OR
REVIEWED FINANCIAL STATEMENTS OF
COMMON INTEREST REALTY ASSOCIATIONS
(Proposed supplement to the AICPA Audit and Accounting Guide
Common Interest Realty Associations)

OCTOBER 26, 1992

Prepared by the Accounting and Review Services Committee,
Auditing Standards Division,
American Institute of Certified Public Accountants
Comments should be received by December 3 1 , 1992, and addressed to
Judith M. Sherinsky, Technical Manager, Auditing Standards Division, File 2000
AICPA, 1211 Avenue of the Americas, New York, N.Y. 10036-8775
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SUMMARY

Why Issued
The AICPA Audit and Accounting Guide Common Interest Realty Associations (the CIRA guide)
requires common interest realty associations (CIRAs) to disclose certain supplementary information
outside of the basic financial statements. This requirement also applies to nonpublic CIRAs whose
financial statements are compiled or reviewed in accordance with Statements on Standards for
Accounting and Review Services (SSARSs). Paragraph 43 of SSARS No. 1 , Compilation and
Review of Financial Statements, describes the accountant's responsibility when the financial
statements are accompanied by information voluntarily presented for supplementary analysis
purposes; however, SSARSs do not address the accountant's responsibility when the financial
statements are accompanied by required supplementary information.

What It Does
This proposed SOP augments chapter 8, "Review and Compilation Engagements," of the CIRA
guide by providing accountants with performance and reporting guidance when required
supplementary information accompanies the basic financial statements in compilation and review
engagements.
The proposed SOP—
•

Requires that the accountant, at a minimum, compile the required supplementary
information accompanying compiled or reviewed financial statements.

•

Specifies the procedures that should be performed when compiling the required
supplementary information.

•

Refers the accountant to the Statement on Standards for Attestation Engagements,
Attestation Standards (AICPA, Professional Standards, vol. 1 , AT sec. 100) for guidance
on reviewing the required supplementary information.

This exposure draft has been sent to —
•

Members of AICPA Council and technical committees.

•

State society and chapter presidents, directors, and committee chairpersons.

•

Persons who have requested copies.

AICPA

American Institute of Certified Public Accountants
1211 Avenue of the Americas
New York, NY 10036-8775
(212) 575-6200 Telex: 70-3396
Telecopier (212) 575-3846

October 26, 1992
Accompanying this letter is an exposure draft, approved by the Accounting and Review
Services Committee, of a proposed statement of position (SOP) titled Reporting on Required
Supplementary Information Accompanying Compiled or Reviewed Financial Statements of
Common Interest Realty Associations.
This proposed SOP supplements the AICPA Audit and
Accounting Guide Common Interest Realty Associations.
A summary of the significant
provisions of the proposed SOP accompanies this letter.
Comments or suggestions on this proposed SOP will be appreciated. To facilitate the
Accounting and Review Services Committee's consideration of responses, comments should
refer to specific paragraphs and include supporting reasons for each suggestion and comment.
Written comments on the exposure draft will become part of the public record of the AICPA
Auditing Standards Division and will be available for public inspection at the offices of the
AICPA after January 3 1 , 1993, for one year. Responses should be sent to Judith M.
Sherinsky, Technical Manager, Auditing Standards Division, File 2000, AICPA, 1211 Avenue of
the Americas, New York, NY 10036-8775, in time to be received by December 3 1 , 1992.
Sincerely,

John C. Compton
Chairman
Accounting and Review
Services Committee

Dan M. Guy
Vice President
Auditing
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Jerry Herskovitz
Jerry E. Serlin
O. Ray Whittington

John C. Compton, Chairman
James J. Allbright, III
Cassandra A. Camp
J. Larry Griffith
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REPORTING ON REQUIRED SUPPLEMENTARY INFORMATION
ACCOMPANYING COMPILED OR REVIEWED FINANCIAL STATEMENTS OF
COMMON INTEREST REALTY ASSOCIATIONS

1. The AICPA has issued the Audit and Accounting Guide Common Interest Realty Associations
(the CIRA guide), which requires common interest realty associations (CIRAs) to disclose certain
supplementary information outside of the basic financial statements. This requirement also applies
to nonpublic CIRAs whose financial statements are compiled or reviewed in accordance with
Statements on Standards for Accounting and Review Services (SSARSs). Paragraph 43 of SSARS
No. 1 , Compilation and Review of Financial Statements, describes the accountant's responsibility
when the financial statements are accompanied by information voluntarily presented for supplementary analysis purposes; however, SSARSs do not address the accountant's responsibility when
the financial statements are accompanied by required supplementary information. This statement
of position augments chapter 8, "Review and Compilation Engagements," of the CIRA guide by
providing accountants with performance and reporting guidance when required supplementary
information accompanies the basic financial statements in a compilation or review engagement.
2. Paragraph 4.30 of the CIRA guide describes the required supplementary information that
should accompany the basic financial statements. That information includes—
•

Estimates of current or future costs of future major repairs and replacements of all existing
components, such as roofs, including estimated amounts required, methods used to determine the costs, the basis for calculations (including assumptions, if any, about interest and
inflation rates), sources used, and the dates of studies made for this purpose, if any. 1

•

A presentation of components to be repaired and replaced, estimates of the remaining
useful lives of those components, estimates of current or future replacement costs, and
amounts of funds accumulated for each to the extent designated by the board.

3. When the basic financial statements have been compiled or reviewed, the required
supplementary information accompanying the basic financial statements should, at a minimum,
be compiled. If the entity chooses to omit the required supplementary information, the guidance
in paragraph 6 should be followed. To compile the required supplementary information, the
accountant should —
a.

Establish an understanding with the entity regarding the services the accountant will
perform with respect to the required supplementary information and how that information
will affect the report the accountant expects to render.

b. Determine what supplementary information is required by the CIRA guide and how that
information is to be presented.
c.

1

Obtain an understanding of how the required supplementary information was developed.
This understanding ordinarily includes —

There is no requirement for CIRAs to obtain studies prepared by professional engineers. Estimates made by the
board of directors or estimates obtained from licensed contractors are satisfactory, as discussed in paragraphs
3.06 and 3.07 of the CIRA guide.
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— The source of the information (e.g., engineering reports, estimates obtained from
contractors, tables in technical manuals on useful lives).
— Whether the required supplementary information is based on current or future
replacement costs.
— The interest and inflation rates used to determine funding requirements if the
information is based on future replacement costs.
d. Consider whether it will be necessary to perform other accounting services in order to
compile the required supplementary information.
e.

Read the required supplementary information and consider whether it appears to be
appropriate in form and free from obvious material error.

f.

Obtain additional or revised information if the accountant becomes aware that the required
supplementary information is incorrect, incomplete, or otherwise unsatisfactory.

g. If the entity is unable or refuses to provide additional or revised information, consider
whether a modification of the standard report is adequate to disclose the deficiency in the
measurement or presentation of the required supplementary information. If modification
of the standard report is adequate to disclose the deficiency, the accountant should follow
the guidance in paragraph 5. If modification of the standard report is not adequate to
disclose the deficiency, he or she should withdraw from the engagement.
4. When the basic financial statements have been compiled or reviewed and the accompanying
required supplementary information has been compiled, the accountant should indicate in an
additional paragraph of the report, or in a separate report, the degree of responsibility he or she
is taking for the supplementary information. An example of an additional report paragraph follows.
Compilation Report
The [identify the supplementary information] on page XX is not a required part of
the basic financial statements but is supplementary information required by the
American Institute of Certified Public Accountants. We have compiled [identify the
supplementary information] from information that is the representation of management of XYZ Company, without audit or review. Accordingly, we (I) do not express an opinion or any other form of assurance on the supplementary information.
5. If, on the basis of facts known to him or her, the accountant becomes aware that the
supplementary information has not been measured or presented in accordance with prescribed
guidelines, the accountant should indicate in his or her report that the information does not
conform to the guidelines and should describe the nature of any material departure(s). An example
of a sentence that might be added to the illustrative paragraph presented in paragraph 4 follows:
However, we (I) did become aware that the supplementary information about future major
repairs and replacements of common property is not in conformity with the guidelines
established by the American Institute of Certified Public Accountants because [describe the
material departure from the AICPA guidelines].
6. When the compiled or reviewed financial statements are not accompanied by the required
supplementary information, a paragraph should be added to the compilation or review report
indicating that the required supplementary information has been omitted. The accountant need
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not present the supplementary information in the accountant's report. The following is an example
of a paragraph that the accountant might use in these circumstances.
The Association has not presented the required supplementary information about future
major repairs and replacements of common property, which the American Institute of
Certified Public Accountants has determined is required to supplement, although not
required to be a part of, the basic financial statements.
7. If the accountant has been engaged to review the required supplementary information, he or
she may do so in accordance with the Statement on Standards for Attestation Engagements,
Attestation Standards (AICPA, Professional Standards, vol. 1, AT sec. 100).
8. This SOP is effective for periods ending on or after December 15, 1993. Earlier application
is encouraged.
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